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VLWXDWLRQ0DUHNGHILQHVILQDQFLDODQDO\VLVDVWKHSURFHVVRILQYHVWLJDWLQJDQGGUDZLQJFRQFOXVLRQVIURPWKH
FRPSDQ\
VILQDQFLDOUHVXOWVQRWRQO\RIWKHSDVWEXWDOVRRIWKHIXWXUHSHULRGV0DULQLþSXWVHPSKDVLVRQWKH
LQWHUFRQQHFWLRQEHWZHHQILQDQFLDODQDO\VLVDQGFRUSRUDWHPDQDJHPHQWDQGWKHIDFWWKDWWKHDSSOLFDWLRQRIILQDQFLDO
DQDO\VLVWRROVLQDFRPSDQ\FRQWULEXWHVWRWKHDFKLHYHPHQWRILWVVWUDWHJLFJRDOVZKHUHDV3DYHONRYiDQG.QiSNRYi
 VWUHVV WKH LPSRUWDQFH RI ILQDQFLDO DQDO\VLV ZKHQ LGHQWLI\LQJ WKH NH\ IDFWRUV LQIOXHQFLQJ EXVLQHVV
SHUIRUPDQFH
2SLQLRQVRQ WKHGHILQLWLRQRIEXVLQHVVSHUIRUPDQFHDQGYLHZVRQKRZLW VKRXOGEHVWEH LGHQWLILHGZLWKZKLFK
REMHFWLYHVLWVKRXOGEHPHDVXUHGDQGKRZWRLPSOHPHQWWRROVIRULWVHIIHFWLYHPHDVXUHPHQWGLIIHULQVLPLODUZD\V
%LWLWFLHWDOEHOLHYHWKDWSHUIRUPDQFHLVWKHTXDOLW\UHVXOWLQJIURPDFWLYLWLHVFDUULHGRXWE\WKHHPSOR\HHVRID
FRPSDQ\ DERXW ZKLFK WKH\ DUH LQIRUPHG WKURXJK WKH UHSRUWLQJ SURFHVV .DSODQ DQG 1RUWRQ  YLHZ
SHUIRUPDQFHIURPIRXUGLIIHUHQWSHUVSHFWLYHVILQDQFLDOFXVWRPHULQWHUQDOSURFHVVHVRSWLPL]DWLRQDQGOHDUQLQJDQG
JURZWK2WOH\  EHOLHYHV WKDW WKHPDLQ IXQFWLRQ RI SHUIRUPDQFHPHDVXUHPHQW OLHV LQ SURYLGLQJ LQIRUPDWLRQ
XVHIXO IRUPDQDJHUVDQG WKHFRQFHSWRISHUIRUPDQFH LV WKXV LPSRUWDQWSULPDULO\ IRU WKHP)URP:DJQHU
V 
SHUVSHFWLYHEXVLQHVVSHUIRUPDQFHLVSHUFHLYHGDV WKHGHJUHHRIJRDOVILQDOL]DWLRQRUDVHWRI WDUJHWVPHDVXUHGE\
VSHFLILFSDUDPHWHUVRUDVDZD\WRDFKLHYLQJREMHFWLYHVDQGWKXVDFRUUHVSRQGLQJEHQHILWIRUUHOHYDQWVWDNHKROGHUV
3DYHONRYiDQG.QiSNRYiVHHSHUIRUPDQFHPHDVXUHPHQWDVWKHSURFHVVRIPRQLWRULQJWKHJURZWKRIFRPSDQ\
YDOXHUHVSHFWLYHO\WKHHIIRUWWRPD[LPL]HLW
:LWKUHJDUGWRWKHLVVXHRIZKDWWRROVLQGLFDWRUVRUPHWKRGRORJLFDOSURFHGXUHVFDQEHVHHQDVWRROVRIILQDQFLDO
DQDO\VLVZKHUHWKHLUERXQGDULHVOLHDQGZKLFKRIWKHPPXVWDOUHDG\EHH[FOXGHGIURPWKHVHWRIILQDQFLDODQDO\VLV
WRROV WKHRUHWLFDO DQG SUDFWLFDO RSLQLRQV DQG YLHZV PD\ GLIIHU VLJQLILFDQWO\ %RUGHU SRLQWV GHILQLQJ WKH VHW RI
ILQDQFLDODQDO\VLVWRROVDQGGLVWLQJXLVKLQJILQDQFLDODQDO\VLVDQGLWVLQGLFDWRUVIURPRWKHUVFLHQWLILFGLVFLSOLQHVVHW
PDUJLQVZKLFKPD\QRWHYHQEHGHFLVLYHDQGELQGLQJIRUWKHSUDFWLFDOXVHRIILQDQFLDODQDO\VLVLQVWUXPHQWVPD\EH
YDJXHDQGEOXUUHGRUHYHQLQFRPSDWLEOHLQWKHVDPHZD\DVWKHGHILQLWLRQRIILQDQFLDODQDO\VLVWRROVIURPWKHSRLQW
RIYLHZRIYDULRXVDXWKRUVRIGHGLFDWHGSXEOLFDWLRQV
0RUHRYHU WKH YLHZV RI FRPSDQLHV PDQDJHUV HPSOR\HHV DQG RWKHU XVHUV RI LQIRUPDWLRQ REWDLQHG WKURXJK
ILQDQFLDODQDO\VLVLQSUDFWLFHFDQGLIIHUVLJQLILFDQWO\IURPWKHRUHWLFDOO\IRUPXODWHGFRQFHSWVDQGLGHDVDERXWZKLFK
LQVWUXPHQWVFDQVWLOOEHFRQVLGHUHGDVWRROVRIILQDQFLDODQDO\VLVDQGZKLFKRIWKHPVKRXOGXQGHUQRFLUFXPVWDQFHV
EH FRQVLGHUHG D SDUW RI WKLV JURXS 7KH TXHVWLRQ LV ZKHWKHU DOO ILQDQFLDO LQGLFDWRUV DQG PRGHOV ZKLFK PHDVXUH
EXVLQHVVSHUIRUPDQFHVKRXOGEHUHJDUGHGDVILQDQFLDODQDO\VLVWRROVHYHQWKRVHWKDWDUHUHODWHGWRWKHIXQFWLRQVRI
ILQDQFLDO DQDO\VLV DW OHDVW LQGLUHFWO\ RU WKRVH WKDW FDQSURYLGH SDUWLDO LQIRUPDWLRQZKLFKZRXOGKHOS WR UHILQH WKH
UHVXOWV RI WKH ILQDQFLDO DQDO\VLV DSSOLFDWLRQ SURFHVV IRU D VSHFLILF FRPSDQ\ 2U HOVH ZKHWKHU DOO LQVWUXPHQWV
PHDVXULQJWKHGLYHUVHFKDUDFWHULVWLFVLQILQDQFLDOXQLWVDVZHOODVLQVWUXPHQWVPHDVXULQJILQDQFLDOFKDUDFWHULVWLFVLQ
QRQILQDQFLDOXQLWVFDQEHFRQVLGHUHGILQDQFLDODQDO\VLVWRROV2UUDWKHUZKHWKHUWKHVHWRROVFDQDOVRLQFOXGHQRQ
ILQDQFLDO LQVWUXPHQWVZKLFKLQ WXUQFRQWULEXWHJUHDWO\ WRDFKLHYLQJWKHREMHFWLYHVRIILQDQFLDODQDO\VLVUHSUHVHQWD
FRQVLGHUDEOHLQIRUPDWLRQVXSSRUWDQGDUHHDVLO\WUDQVIRUPDEOHLQWRILQDQFLDOLQGLFDWRUV,W LVDOVRQHFHVVDU\WRWDNH
LQWR DFFRXQW WKH H[LVWHQFH RI FRPSOH[PDWKHPDWLFDO DQG VWDWLVWLFDOPHWKRGV VXFK DV ILQDQFLDO GLVWUHVV SUHGLFWLRQ
PRGHOVRUQRQVWDWLVWLFDOPHWKRGVEDVHGRQXQFHUWDLQW\ZKLFKDUHFRPPRQO\LQFOXGHGDPRQJWKHILQDQFLDODQDO\VLV
WRROVHVSHFLDOO\JLYHQWKDWDXWKRUVVXFKDV.RYDQLFRYiDQG.RYDQLFSUHIHUWKHVHPRUHFRPSOH[PRGHOVWR
PRUHFRPPRQVLPSOHUWRROVRIILQDQFLDODQDO\VLV,WLVREYLRXVWKDWWKHFRQFHSWRIILQDQFLDODQDO\VLVLQVWUXPHQWVLV
YHU\EURDGSHUYDGHVDODUJHUQXPEHURIVFLHQWLILFGLVFLSOLQHVDQGLWSUREDEO\RQO\GHSHQGVRQWKHXVHUVUHVSRQVLEOH
IRUPHDVXULQJWKHILQDQFLDOSHUIRUPDQFHRIWKHFRPSDQ\ZKLFKLQGLFDWRUVRUPHWKRGVWKH\ZLOOLQFOXGHLQWKHVHWRI
ILQDQFLDODQDO\VLVWRROVLQRUGHUWRHIILFLHQWO\DQGHIIHFWLYHO\DFKLHYHWKHUHDOL]DWLRQRIWKHLULQWHQWLRQWRDVVHVVWKH
ILQDQFLDOSRVLWLRQDQGSHUIRUPDQFHRIWKHEXVLQHVV
6LQFHILQDQFLDODQDO\VLVWRROVLQFOXGLQJQRWRQO\VLPSOHLQGLFDWRUVEXWDOVRFRPSOH[DJJUHJDWHPRGHOVDQGHYHQ
VSHFLILF DQG FRPSOH[ VWDWLVWLFDO PHWKRGV SOD\ DQ LPSRUWDQW UROH ZKHQ PHDVXULQJ FRUSRUDWH SHUIRUPDQFH DQG
ILQDQFLDO PDQDJHPHQW RI WKH FRPSDQ\ ILQDQFLDO DQDO\VLV DV VXFK LV DOVR D VXEMHFW WR UHOHYDQW WUDQVIRUPDWLRQ
SURFHVVHV DQG FKDQJHV GHSHQGLQJ RQ WKH HQGHDYRU WR GHYHORS LQQRYDWH DQG LPSOHPHQW QHZ DQG LPSURYHG WRROV
ZKLFKZLOOEHWWHUPHHW WKHQHHGVRIPRGHUQFRPSDQLHVDQGWKHLUVWDNHKROGHUVDQGUHIOHFWFXUUHQWGHYHORSPHQWV LQ
WKH H[WHUQDO DQG LQWHUQDO HQYLURQPHQW RI WKH FRPSDQ\ LW FDQ EH H[SHFWHG WKDW WKLV DVVXPSWLRQ LV DOVR YDOLG IRU
FRPSDQLHVORFDWHGLQWKH&]HFK5HSXEOLF
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7KHDLPRIWKLVDUWLFOHLVWRILQGRXWZKDWLVW\SLFDOLQWKH&]HFKEXVLQHVVHQYLURQPHQWDVIDUDVWKHDSSOLFDWLRQRI
ILQDQFLDO DQDO\VLV LQGLFDWRUV XVHG WR PHDVXUH QRW RQO\ WKH ILQDQFLDO SRVLWLRQ EXW DOVR EXVLQHVV SHUIRUPDQFH LQ
JHQHUDO LVFRQFHUQHG7KLV LQFOXGHV LQWHUSUHWLQJ WKHFRQFOXVLRQVDQGH[SODLQLQJ WKHSRVVLEOHFDXVHVRI WKHFXUUHQW
VWDWHDVIROORZV%\FDWHJRUL]LQJWKHLQVWUXPHQWVRIILQDQFLDODQDO\VLVIURPDOOSRVVLEOHSRLQWVRIYLHZEDVHGRQD
ZLGHYDULHW\RIZHOONQRZQDVZHOODVOHVVHUNQRZQFULWHULDDQGVRPHZKDWXQXVXDOO\E\LGHQWLI\LQJZHDNQHVVHVDQG
VSHFLILF VKRUWFRPLQJVRI WUDGLWLRQDO DQGFRQWHPSRUDU\ ILQDQFLDO LQGLFDWRUVEXW DOVR WKHLU VWUHQJWKVZKLFKZLOOEH
EDVHG RQ D FULWLFDO HYDOXDWLRQ RI GRPHVWLF DQG IRUHLJQ OLWHUDWXUH UHODWHG WR WKH WRSLF )XUWKHUPRUH E\ FRPSDULQJ
VHOHFWHGVXUYH\VFDUULHGRXWLQWKLVDUHDLQWKH&]HFK5HSXEOLF/DVWO\SRWHQWLDOGLUHFWLRQVIRUIXWXUHUHVHDUFKZLOOEH
RXWOLQHG
&ODVVLILFDWLRQRIILQDQFLDODQDO\VLVWRROV
3UREDEO\ WKH EHVWNQRZQ FODVVLILFDWLRQ RI ILQDQFLDO DQDO\VLV WRROV LV EDVHG RQ ILQDQFLDO DQDO\VLV PHWKRGV ,W
GLVWLQJXLVKHV EHWZHHQ LQVWUXPHQWV UHODWHG WR IXQGDPHQWDO ILQDQFLDO DQDO\VLV RU WHFKQLFDO DQDO\VLV LQVWUXPHQWV
EHORQJLQJ WR WKH JURXSRI ORZHUOHYHO ILQDQFLDO DQDO\VLVPHWKRGV DQG LQVWUXPHQWV IURP WKH JURXSRI KLJKHUOHYHO
ILQDQFLDODQDO\VLVPHWKRGVHJWKHGLVFULPLQDQWDQDO\VLVRUWKHJQRVWLFDQDO\VLV.RYDQLFRYiDQG.RYDQLF
,QWHUPVRIWKHPHWKRGDQGFRPSOH[LW\RIWKHFDOFXODWLRQILQDQFLDODQDO\VLVLQVWUXPHQWVFDQEHGLYLGHGLQWRWKH
IROORZLQJ FDWHJRULHV DEVROXWH LQGLFDWRUV IORZ LQGLFDWRUV VWDWH LQGLFDWRUV UDWLR LQGLFDWRUV ZLWKLQ D KRUL]RQWDO
YHUWLFDORUDQRWKHUDQDO\VLVS\UDPLGDOGHFRPSRVLWLRQRIWRSLQGLFDWRUVDGYDQFHGEDQNUXSWF\DQGFUHGLELOLW\PRGHOV
RU RWKHU LQGLFDWRUV LQYROYLQJPRUH FRPSOH[ FDOFXODWLRQV &UHGLELOLW\ DQG EDQNUXSWF\ PRGHOV PRVWO\ DGGLWLYH LQ
QDWXUH DQG WKH UHVXOW RI WKH GLVFULPLQDQW DQDO\VLV VHW ORZHU DQG XSSHU OLPLWV DERYH RU EHORZ ZKLFK WKH\ FDQ
GHWHUPLQHWKHFRPSDQ\
VILQDQFLDOVLWXDWLRQH[DFWO\EXWWKH\DUHQRWXVHIXOZKHQLQWHUSUHWLQJWKHILQDQFLDOVLWXDWLRQ
RIDFRPSDQ\ O\LQJEHWZHHQ WKHVHERXQGDULHV LQ WKH VRFDOOHGJUH\]RQH5HSUHVHQWDWLYHV LQFOXGHHJ$OWPDQ
V
PRGHO$OWPDQDQG1HXPDLHUV
1HXPDLHURYiDQG1HXPDLHUPXOWLGLPHQVLRQDO,1PRGHOFUHDWHGWR
UHIOHFWWKHFRQGLWLRQVRIWKH&]HFKEXVLQHVVHQYLURQPHQW)LQDQFLDODQDO\VLVLQVWUXPHQWVFDQDOVREHEURNHQGRZQE\
DUHDV LQ ZKLFK ILQDQFLDO SHUIRUPDQFH LV SULPDULO\ PHDVXUHG ZKLFK PHDQV GLVWLQJXLVKLQJ EHWZHHQ LQGLFDWRUV RI
SURILWDELOLW\H[SHQVLYHQHVVOLTXLGLW\WXUQDELOLW\SURGXFWLYLW\LQGHEWHGQHVVDQGFDSLWDOVWUXFWXUHFDVKIORZEDVHG
LQGLFDWRUV LQGLFDWRUV FRQVWUXFWHG EDVHG RQ GDWD IURP WKH FDSLWDO PDUNHWV .RYDQLFRYi DQG .RYDQLF 
LQGLFDWRUVIRFXVHGRQSUHGLFWLQJILQDQFLDOGLVWUHVVDQGFRUSRUDWHYDOXHLQGLFDWRUV)LQDQFLDODQDO\VLVLQGLFDWRUVFDQ
DOVREHVSOLWLQWRWZRJURXSVEDVHGRQZKHWKHUWKH\PHDVXUHVKDUHKROGHUYDOXHRUFXVWRPHUYDOXH
*UQZDOGDQG+ROHþNRYiRIIHUDUHODWHGFODVVLILFDWLRQRIILQDQFLDODQDO\VLVLQGLFDWRUVLQWRWZRHOHPHQWDU\
FDWHJRULHV RSHUDWLQJ UDWLRV ZKLFK FKDUDFWHUL]H FRPSDQ\ SHUIRUPDQFH DQG LWV HIILFLHQW DVVHW PDQDJHPHQW DQG
ILQDQFLDOUDWLRQVIRFXVLQJRQDQDO\VLQJWKHILQDQFLDOSRVLWLRQRIWKHFRPSDQ\
,WLVDOVRSRVVLEOHWRJURXSILQDQFLDODQDO\VLVLQGLFDWRUVEDVHGRQFRPSDQ\REMHFWLYHVWKHDFKLHYHPHQWRIZKLFK
WKH\ KHOS WRPHDVXUH IRU H[DPSOH WKH REMHFWLYHV GHILQHG E\ HFRQRPLVWV&\HUW DQG0DUFK  SURSRQHQWV RI
DOWHUQDWLYH WKHRULHVRI WKHFRPSDQ\ ,Q WKHLUYLHZ WKHPDLQREMHFWLYHVRIDFRPSDQ\DUHFRQWLQXLW\RISURGXFWLRQ
DQGSURGXFWLRQYROXPHPHDVXUHGHJE\LQGLFDWRUVRIDFWLYLW\DQGOLTXLGLW\FRQWLQXLW\RIVXSSO\DQGWKHUHTXLUHG
OHYHORIVWRFNVDVPHDVXUHGHJE\LQGLFDWRUVRIDFWLYLW\DFKLHYLQJDFHUWDLQVDOHVYROXPHPHDVXUHGHJE\VDOHV
LQGLFDWRUVDFKLHYLQJDFHUWDLQPDUNHWVKDUHVDOHVYROXPHRIWKHFRPSDQ\LVFRPSDUHGWRWKHVDOHVYROXPHRIWKH
FRPSHWLWLRQ DQG D FHUWDLQ DPRXQWRISURILW PHDVXUHGE\ WKH DEVROXWHYDOXHRISURILW RUSURILWDELOLW\ LQGLFDWRUV
)LQDQFLDODQDO\VLVLQGLFDWRUVFDQDOVREHFODVVLILHGEDVHGRQ'R\OH
VPRGHO'R\OHRIHLJKWEDVLFREMHFWLYHV
ZKHUHHJWKHREMHFWLYHRIFRPSDQ\JURZWKFDQEHPHDVXUHGE\(9$09$DQG5(9$LQGLFDWRUV
)LQDQFLDODQDO\VLVLQGLFDWRUVFDQIRFXVRQWKHSDVWSUHVHQWRUIXWXUHGHYHORSPHQW7KH\FDQDOVREHFDWHJRUL]HG
EDVHG RQ WKH VRXUFHV RI GDWD DQG LQIRUPDWLRQ QHFHVVDU\ IRU WKHLU FDOFXODWLRQ WRROV GUDZLQJ RQ LQIRUPDWLRQ IURP
ILQDQFLDODFFRXQWLQJPRUHSUHFLVHO\IURPWKHILQDQFLDOVWDWHPHQWVRIWKHFRPSDQ\RULWVFRPSHWLWRUVWRROVGUDZLQJ
RQ LQIRUPDWLRQ IURPPDQDJHPHQW DFFRXQWLQJ PDQDJHPHQW UHSRUWV WDNLQJ LQWR DFFRXQW DOVR DOWHUQDWLYH H[SHQVHV
DQG UHYHQXHV DQG PHWKRGV RI YDOXDWLRQ RI DVVHWV OLDELOLWLHV H[SHQVHV DQG UHYHQXHV QRW FRUUHVSRQGLQJ WR WKH
YDOXDWLRQ LQ ILQDQFLDO DFFRXQWLQJ LQGLFDWRUV ZKLFK DUH EDVHG RQ H[WHUQDO LQIRUPDWLRQ VRXUFHV VWDWLVWLFDO RIILFH
VXUYH\UHVXOWVFHQWUDOEDQNUHSRUWVRUILQDQFLDODQDO\VLVWRROVWKDWDUHQRWUHVWULFWHGWRDVLQJOHVRXUFHRIGDWDDQG
FRPELQHLQIRUPDWLRQVRXUFHV.QiSNRYiHWDOGLYLGHVLQGLFDWRUVLQWRWZRJURXSVILQDQFLDOLQGLFDWRUVEDVHG
RQDFFRXQWLQJGDWDDQGLQGLFDWRUVEDVHGRQPDUNHWGDWD
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%DVHG RQ WKH GLIIHUHQW WLPH SUHIHUHQFHV RQ WKH SDUW RI QRW RQO\ ILQDQFLDO DQDO\VLV WRROV EXW DOVR RYHUDOO
SHUIRUPDQFH:DJQHUGLVWLQJXLVKHVSURMHFWLYHWRROVWKDWLVWKRVHWKDWIRFXVRQWKHSDVWDQGSUHVHQWVWDWHDQG
WKXV FRPSDQ\ SHUIRUPDQFH LV XQGHUVWRRG DV WKH UHVXOW RI SDVW WUDQVDFWLRQV DQG GHFLVLRQV DQG SUHGLFWLYH WRROV
IRFXVLQJRQWKHIXWXUHDQGGHWHUPLQLQJWKHFXUUHQWSHUIRUPDQFHDQGILQDQFLDOVWUHQJWKRIWKHFRPSDQ\E\HVWLPDWLQJ
LWVIXWXUHHIIHFWLYHQHVV
$QRWKHU DSSURDFK WR FODVVLI\LQJ ILQDQFLDO DQDO\VLV WRROV LV DSSOLHG E\ 3DYHONRYi DQG .QiSNRYi  ZKR
IRUPXODWHVWZREDVLFVHWVRIILQDQFLDOLQGLFDWRUVEDVHGRQWKHWLPHRIWKHLURULJLQDQGKLVWRULFDOGHYHORSPHQW7KHVH
DUH WUDGLWLRQDO LQGLFDWRUV VXFK DVSURILWDELOLW\ LQGLFDWRUV 52$52(52, FDSLWDOPDUNHW LQGLFDWRUV (363(
DQG RWKHU WUDGLWLRQDO ILQDQFLDO DQDO\VLV WRROV DQG FRQWHPSRUDU\ LQGLFDWRUV EDVHG RQ YDOXH EDVHG PDQDJHPHQW
UHSUHVHQWHGIRUH[DPSOHE\(9$&)52,69$HWF
7RROVZKLFKDUHXVHGWRPHDVXUHILQDQFLDOSHUIRUPDQFHRIWKHFRPSDQ\FDQEHGLYLGHGLQWRG\QDPLFDQGVWDWLF
:DJQHUH[WHUQDODQGLQWHUQDOWRROVDUHGLVWLQJXLVKHGEDVHGRQZKRWKHSHUIRUPDQFHUHVXOWVDUHLQWHQGHGIRU
RWKHUFODVVLILFDWLRQVDUHEDVHGRQZKHWKHUILQDQFLDOSHUIRUPDQFHRIWKHHQWLUHFRPSDQ\LVPHDVXUHGRUMXVWLWVSDUWV
GLYLVLRQVGHSDUWPHQWVHWFRUGHSHQGLQJRQZKHWKHUWKH\KDYHDEXLOWLQUHIHUHQFHFULWHULRQRUQRW7KLVZD\RI
FODVVLILFDWLRQLQPRGLILHGIRUPDOUHDG\FDPHLQWRDQH[LVWHQFHLQZKHQ.DSODQDQG1RUWRQGLYLGHGWKH
SHUIRUPDQFHPHDVXUHPHQW WRROV LQWR/HDGLQJ,QGLFDWRUVSUHGLFWLQJ WKHIXWXUHDQG/DJJLQJ,QGLFDWRUVVKRZLQJ WKH
UHDOVWDWH
7RROV WKDW VHUYH QRW RQO\ IRU WKH FRPSDQ\
V ILQDQFLDO PDQDJHPHQW DQG SODQQLQJ EXW DOVR IRU SHUIRUPDQFH
PHDVXUHPHQW LQ JHQHUDO FDQ DOVR EH GLYLGHG LQWR ILQDQFLDO DQG QRQILQDQFLDO RU LQ PRUH GHWDLO DFFRUGLQJ WR
.RYDQLFRYi DQG.RYDQLF  EDVHGRQ WKH XQLWV LQZKLFK WKH\ DUHPHDVXUHG LQWRPRQHWDU\EDVHG SK\VLFDO
WHPSRUDO ZKLFK DUH PHDVXUHG LQ GD\V HWF SDFH SHUFHQWDJH PL[HG RU QRQGLPHQVLRQDO 0DULQLþ 
GLVWLQJXLVKHV EHWZHHQ H[WHQVLYH ILQDQFLDO DQDO\VLV LQGLFDWRUV ZKLFK UHIOHFW WKH VL]H RI WKH REVHUYHG UHDOLW\ HJ
YROXPHH[WHQWDPRXQWHWFDQGLQWHQVLYHLQGLFDWRUVUHIOHFWLQJWKHLQWHQVLW\RIWKHVWXGLHGSKHQRPHQD,QWHUPVRI
PHDVXUDELOLW\KHGLYLGHVQRQILQDQFLDOLQGLFDWRUVLQWRTXDQWLILDEOHDQGQRQTXDQWLILDEOHLQGLFDWRUV
$V IDU DV ILQDQFLDO DQDO\VLV WRROV DQG HVSHFLDOO\ SHUIRUPDQFH LQGLFDWRUV DUH FRQFHUQHG :DJQHU 
GLVWLQJXLVKHVEHWZHHQV\QWKHWLF LQGLFDWRUV UHIOHFWLQJ WKHPHDVXUHGSHUIRUPDQFH LQJHQHUDO IRU WKHZKROHREMHFWRI
PHDVXUHPHQWDQGDQDO\WLFWRROVJHQHUDWHGE\GHFRPSRVLQJWKHV\QWKHWLFRUWKHWRSLQGLFDWRU)LEtURYiHWDO
GHVFULEHV QRW RQO\ ILQDQFLDO DQDO\VLV LQGLFDWRUV EXW DOVR WKH NH\ LQVWUXPHQWV RI SHUIRUPDQFH PHDVXUHPHQW DV
HFRQRPLFFULWHULDWKDWPHDVXUHHLWKHUV\QWKHWLFDOO\ WKHRYHUDOOHFRQRPLFGHYHORSPHQWRIDQHQWLUHFRPSDQ\DVWKH
FULWHULRQRIHIIHFWLYHQHVVRUDVDQDO\WLFLQGLFDWRUVRIHIILFLHQF\DQGHFRQRP\ZKLFKDUHKRZHYHUUDWKHUWKHVXEMHFW
RILQWHUHVWRIPDQDJHPHQWDFFRXQWLQJ
&RPSDULVRQEHWZHHQWUDGLWLRQDODQGFRQWHPSRUDU\ILQDQFLDODQDO\VLVWRROV
$7UDGLWLRQDOILQDQFLDODQDO\VLVWRROVDUHDVVRFLDWHGZLWKDQXPEHURIVKRUWFRPLQJVWKH\DUHRIWHQWKHWDUJHWRI
MXVWLILHGFULWLFLVPEXWWKH\DOVRUHSUHVHQWDVRXUFHRIPRWLYDWLRQZKLFKFKDOOHQJHVDOOFULWLFVWRDFRQWLQXHGDQGPRVW
OLNHO\QHYHUHQGLQJSURFHVVRILQQRYDWLRQDQGGHYHORSPHQWRIQHZDQGLPSURYHGWRROVIRUPHDVXULQJWKHILQDQFLDO
SHUIRUPDQFHRIFRPSDQLHV
0RVWFULWLFLVPKDVSUREDEO\EHHQOHYHOOHGRQWKHLQGLFDWRURISURILW LQDEVROXWHYDOXHUHJDUGOHVVRI LWVYDULDQWV
:DJQHUVXPPDUL]HVLWVGUDZEDFNVLQGHWDLOOLVWLQJDPRQJLWVVKRUWFRPLQJVWKHSRWHQWLDOIRUWKHDFFRXQWLQJ
SURILWWREHPDQLSXODWHGWKHWLPLQJPLVPDWFKEHWZHHQWKHDFFRXQWLQJSURILWDQGFDVKIORZVLWVVWDWLFFKDUDFWHULWV
LQWHUSUHWDWLRQDVDV\QWKHWLFLQGLFDWRUDQGYDOXDWLRQRIWUDQVDFWLRQVUHFRUGHGLQDFFRXQWLQJRQKLVWRULFDODQGQRPLQDO
EDVLV
(YHQDOWHUQDWLYHPLFURHFRQRPLFWKHRULHVRIWKHILUPFULWLFL]LQJWKHQHRFODVVLFDOWKHRU\RIWKHILUPH[SODLQZK\
WKHSULPDU\IRFXVRQSURILWDVVXFKRUUDWKHUWKHHIIRUWWRPD[LPL]HLWLVGXELRXVDQGTXHVWLRQDEOHDQGZK\SURILW
DV WKHVROHREMHFWLYHRIEXVLQHVVDFWLYLW\ LVTXLWH LQDSSURSULDWH7KH\VXSSRUW WKHLUFULWLFLVPZLWKVROLGDUJXPHQWV
FODLPLQJWKDWDFRPSDQ\LVQRWDEOHWRRSWLPL]HLWVSURILWLILWLVQRWDEOHWRSUHGLFWWKHSURJUHVVDQGGHYHORSPHQWRI
WKHIXQFWLRQVRIPDUJLQDOFRVWVDQGUHYHQXHV7KH\FKDOOHQJHWKHDVVXPSWLRQWKDWSURILWPD[LPL]DWLRQLVWKHSULPDU\
REMHFWLYHRIDFRPSDQ\DQGSRLQWWRWKHH[LVWHQFHRIDZLGHUDQJHRIVWDNHKROGHUVZKRDUHOLQNHGWRWKHFRPSDQ\
DQG ZKRVH YDULDEOH REMHFWLYHV QHHGV DQG LQWHUHVWV VLJQLILFDQWO\ GLIIHU DQG DUH QRW DOZD\V FRPSDWLEOH ZLWK WKH
LQWHUHVWVDQGREMHFWLYHVRIWKHFRPSDQ\6RXNXS
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7KH FULWLFLVP RI WUDGLWLRQDO ILQDQFLDO DQDO\VLV WRROVZKHUH SURILW HQWHUV WKH FDOFXODWLRQ HVSHFLDOO\ SURILWDELOLW\
LQGLFDWRUVLVHVVHQWLDOO\LGHQWLFDOWRWKHFULWLFLVPRISURILWDQGUHOLHVRQWKHVDPHDUJXPHQWV3URILWDELOLW\LQGLFDWRUV
PRUHRYHUZHDNHQ WKHPDQDJHUV
 LQWHUHVW LQQHZ LQYHVWPHQWV LQFRQWUDVW WRRZQHUVPDNH LW LPSRVVLEOH WRDVVHVV
KRZPXFKQHZLQYHVWPHQWLVUHDOO\DGYDQWDJHRXVIRUWKHFRPSDQ\GRQRWWDNHLQWRDFFRXQWWKHFDSLWDOVWUXFWXUHLQ
WHUPVRIFDSLWDOFRVWVDQGGRQRWLQFOXGHWKHUHIHUHQFHFULWHULRQLQLWVIRUPXOD:DJQHU7KHUHVXOWVSURYLGHG
E\ SURILWDELOLW\ LQGLFDWRUV FDQQRW EH FRQVLGHUHG VHSDUDWHO\ EXW WRJHWKHU DQG LQ UHODWLRQ WR WKH LQIRUPDWLRQ GUDZQ
IURP FDOFXODWLQJ RWKHU JURXSV RI UDWLR LQGLFDWRUV DFWLYLW\ OLTXLGLW\ HWF RWKHUZLVH WKHLU H[SODQDWRU\ SRZHU LV
VLJQLILFDQWO\UHVWULFWHG3DYHONRYiDQG.QiSNRYi3URILWDELOLW\LQGLFDWRUVDOVRRPLWFDVKIORZVULVNDQGWKH
WLPH IDFWRU :DJQHU  GR QRW WDNH LQWR DFFRXQW LQIODWLRQ DQG WKXV WKH FKDQJH LQ WKH SXUFKDVLQJ SRZHU RI
PRQHWDU\XQLWV3DYHONRYiDQG.QiSNRYi
,QJHQHUDOWUDGLWLRQDOILQDQFLDODQDO\VLVLQGLFDWRUVDUHODUJHO\VWDWLFDQGQRWDEOHWRLQWHUSUHWKRZVXFFHVVIXOWKH
FRPSDQ\ZLOOEHLQWKHIXWXUHLQDJLYHQDUHDRUUDWKHUWKH\DUHQRWDEOHWRDFKLHYHWKDWZLWKRXWEHLQJDFFRPSDQLHG
E\ SODQQLQJ DFWLYLWLHV 7KH\ GR QRW LQFOXGH QRQILQDQFLDO LQVWUXPHQWV WKH\ GR QRW H[SODLQ WKH FDXVHV RI WKH
PHDVXUHGSHUIRUPDQFHWKHLUSUDFWLFDODSSOLFDWLRQLQWKHORZHUOHYHOVRIRUJDQL]DWLRQVWUXFWXUHDQGUHVSRQVLELOLW\RI
WKHFRPSDQ\SUHVHQWVDQXPEHURIREVWDFOHVWKH\LJQRUHWKHDVVHWVWUXFWXUHDQGWKHSXUSRVHRILWVXVHLQDFRPSDQ\
ZKLFKPHDQVWKDWWKH\GRQRWWDNHLQWRDFFRXQWZKHWKHUDVVHWFRPSRQHQWVDUHXVHGIRUWKHFRUHEXVLQHVVWKH\ZRUN
RQO\ZLWK WKHDVVHWVRZQHGE\ WKH FRPSDQ\ DQGZLWK IHZH[FHSWLRQVDUHEDVHG VWULFWO\RQ WKH LQIRUPDWLRQ IURP
ILQDQFLDODFFRXQWLQJVWDWHPHQWVUDWKHUWKDQPDQDJHPHQWLQIRUPDWLRQVRXUFHV
)URP DQRWKHU SHUVSHFWLYH WKH IHDWXUHV WKDW WUDGLWLRQDO LQGLFDWRUV RIIHU DUH GLYHUVH WKH\ PDNH LW SRVVLEOH WR
DQDO\]HWKHFXUUHQWSURILWDELOLW\RIWKHFRPSDQ\LWVVROYHQF\HFRQRPLFDQGILQDQFLDOVWDELOLW\WKH\SURYLGHXVHIXO
LQIRUPDWLRQIRUWKHSXUSRVHVRIVKRUWWHUPEXVLQHVVSODQQLQJPDQDJHPHQWRUVWDIIUHZDUGLQJV\VWHPWKH\SURYLGH
IHHGEDFNLQWKHILHOGRIILQDQFLDOPDQDJHPHQWDQGLWLVWRDFHUWDLQH[WHQWSRVVLEOHWRPDNHSUHGLFWLRQVGHULYHGIURP
WKHSDVWGHYHORSPHQWRQWKHLUEDVLVDVVXPLQJWKHVWDELOLW\RILQWHUQDODQGH[WHUQDOEXVLQHVVHQYLURQPHQW7KH\FDQ
DOVRIXQFWLRQDVHDUO\ZDUQLQJLQGLFDWRUVVLJQDOLQJDSRWHQWLDOO\VHULRXVSUREOHPRUWKUHDW
&RQWHPSRUDU\ ILQDQFLDO DQDO\VLV WRROVEURDGHQ LWV IXQFWLRQDOLW\ WR LQFOXGHDOVRD FRPSUHKHQVLYHDVVHVVPHQWRI
FRPSDQ\SHUIRUPDQFHHYDOXDWLRQRILQGLYLGXDOLQYHVWPHQWSURMHFWVDQGEXVLQHVVHYDOXDWLRQDQGDFTXLVLWLRQV
&RQWHPSRUDU\WRROVRIILQDQFLDODQDO\VLVZKLFKRIWHQIRFXVRQWKHIXWXUHDQGZKRVHHPHUJHQFHLVEDVHGRQWKH
FULWLFLVPRI WUDGLWLRQDOILQDQFLDODQDO\VLV LQGLFDWRUVSDUWLFXODUO\ WKHSURILW LQGLFDWRUPHDVXUHHLWKHU WKHFRPSDQ\
V
SRWHQWLDOWRSURGXFHYDOXHIRUWKHRZQHUV(9$RUDVVHVVDFRPSDQ\DVDQLQYHVWPHQWRSSRUWXQLW\69$09$
&)52, $FFRUGLQJ WR :DJQHU  WKH\ UHVSHFW WKUHH IXQGDPHQWDO FULWHULD IRU HYDOXDWLQJ LQYHVWPHQWV LH
SURILWDELOLW\ULVNDQGWKHWLPHIDFWRU7KHODWHVWFRQWHPSRUDU\SHUIRUPDQFHPHDVXUHPHQWDQGPDQDJHPHQWV\VWHPV
DUHFRPSOH[EDVHGRQDEURDGHUFRQFHSWRIFRUSRUDWHSHUIRUPDQFHWKH\WDNHLQWRDFFRXQWWKHREMHFWLYHVDQGQHHGV
RI DOO VWDNHKROGHUV LQIOXHQFLQJ WKH EHKDYLRU RI WKH FRPSDQ\ DQG WKHLU FRPSRQHQWV DUH DOVR ILQDQFLDO DQDO\VLV
LQGLFDWRUV6RPHRI WKH H[DPSOHV LQFOXGH WKH FRQFHSWVRI $FWLYLW\%DVHG&RVWLQJ 0DQDJHPHQW$%& $%0
.DSODQ&RRSHURU %DODQFHG6FRUHFDUG .DSODQ1RUWRQRU YDULRXVFRPELQDWLRQVRISHUIRUPDQFH
PHDVXUHPHQWDQGPDQDJHPHQWV\VWHPVGHVLJQHGIRULQVWDQFHE\5HPHãZKRWULHGWROLQNWKH(9$LQGLFDWRU
ZLWK WKH%DODQFHG 6FRUHFDUG V\VWHP RU E\.QiSNRYi HW DO ZKRVH HIIRUW OLHG LQ FUHDWLQJ D SHUIRUPDQFH
PHDVXUHPHQW DQG PDQDJHPHQW PRGHO IRU FRPSDQLHV LQ WKH &]HFK EXVLQHVV HQYLURQPHQW E\ OLQNLQJ LQGLYLGXDO
SHUIRUPDQFHPDQDJHPHQWFRQFHSWV
0DĜtNDQG0DĜtNRYiOLVWWKHW\SLFDOFKDUDFWHULVWLFVRIFRQWHPSRUDU\LQGLFDWRUVZKLFKLQFOXGHWKHFORVHVW
SRVVLEOH OLQN WR WKH YDOXH RI WKH VKDUHV ODUJHVFDOH XVH RI GDWD SURYLGHG E\ DFFRXQWLQJ LQFOXGLQJ FDOFXODWLRQ RI
ULVNV FDSLWDO HPSOR\HG DQGSHUIRUPDQFHPHDVXUHPHQW DQGEXVLQHVV HYDOXDWLRQ 3DYHONRYi DQG.QiSNRYi 
DGGDQRWKHUWZRLPSRUWDQWDVSHFWVZKLFKDUHWKHSRVVLELOLW\RIDSSO\LQJWKHFRQWHPSRUDU\ILQDQFLDOLQVWUXPHQWVDW
DOOOHYHOVRIPDQDJHPHQWDQGYDOXHEDVHGPDQDJHPHQWVXSSRUW
7KHSDSHUFRPSOHPHQWVWKHVHUHTXLUHPHQWVZLWKWKUHHIXUWKHUFULWLFDOIDFWRUVRIVXFFHVVDQGIDLOXUHRIILQDQFLDO
LQGLFDWRUV UHIHUUHG WRDVFRQWHPSRUDU\ WKDW LV WKHUHTXLUHPHQWRQ WKH LQWHUFRQQHFWLRQRIFRQWHPSRUDU\ ILQDQFLDO
DQDO\VLV WRROVZLWKFRUSRUDWH VWUDWHJ\YLVLRQDQG ORQJWHUPREMHFWLYHVRI WKHFRPSDQ\ WKH UHTXLUHPHQW WRHQVXUH
WKHLU DGHTXDWH VXSSRUW E\ FRQWHPSRUDU\ VRIWZDUH WRROV DQG WKH UHTXLUHPHQW IRU WKH FRQVWUXFWLRQRI FRQWHPSRUDU\
ILQDQFLDODQDO\VLVLQVWUXPHQWVLQDPDQQHUZKLFKUHVSHFWVWKHLQWHUHVWVDQGQHHGVRIWKHXVHUVRIILQDQFLDODQDO\VLVDV
ZHOODVSHUIRUPDQFH
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7KHREYLRXVGLVDGYDQWDJHVRIFRQWHPSRUDU\LQGLFDWRUVDSSURDFKLQJWKHFRPSDQ\DVDQLQYHVWPHQWOLHLQWKHIDFW
WKDW SHUIRUPDQFHPHDVXUHPHQW RI WKHVH LQGLFDWRUV LV ODUJHO\ JLYHQE\ WKHPDUNHW LW LV WKHUHIRUH YHU\ GLIILFXOW WR
LGHQWLI\ WR ZKDW H[WHQW WKH ILQDQFLDO SHUIRUPDQFH RI WKH FRPSDQ\ LV GXH WR WKH PDUNHW DQG ZKDW LV GXH WR WKH
FRPSDQ\DQGLWVPDQDJHUV,WLVDOVRRSHQWRGLVSXWHZKHWKHUWKHFDSLWDOPDUNHWDQGLWVSDUWLFLSDQWVDUHHYHQDEOHWR
UHDOLVWLFDOO\DVVHVV WKHSHUIRUPDQFHDQGILQDQFLDO VLWXDWLRQRI WKHFRPSDQ\$QRWKHUVKRUWFRPLQJRI WKLVJURXSRI
FRQWHPSRUDU\ ILQDQFLDO DQDO\VLV WRROV FRXOG EH VHHQ LQ WKH IDFW WKDW WKHLU XVH LV OLPLWHG RQO\ WR FRPSDQLHVZLWK
SXEOLFO\WUDGHGVHFXULWLHVDQGWKHLURQHVLGHGDQGVROHSUHIHUHQFHIRUWKHREMHFWLYHVDQGQHHGVRIDVLQJOHVWDNHKROGHU
JURXSWKDWLVLQYHVWRUVWRWKHGHWULPHQWRIRWKHUVWDNHKROGHUJURXSVZKRVHQHHGVDUHLJQRUHGDQGQHJOHFWHG:DJQHU
 DOVR EHOLHYHV WKDW WKHVH ILQDQFLDO LQGLFDWRUV YLHZLQJ WKH FRPSDQ\ DV D SURPLVLQJ LQYHVWPHQW RSSRUWXQLW\
DVVHVV WKHFRPSDQ\DVDQRYHUDOO LQYHVWPHQWDQGGRQRW WDNHLQWRDFFRXQW WKHIDFW WKDWDFRPSDQ\HQFRPSDVVHVD
ZLGHUDQJHRIDFWLYLWLHVHDFKRIZKLFKLVFKDUDFWHUL]HGE\GLIIHUHQWULVNDQGUHWXUQ
7KH(FRQRPLF9DOXH$GGHG(9$LQGLFDWRULVDW\SLFDOH[DPSOHRIDFRQWHPSRUDU\V\QWKHWLFDOO\FRQVWUXFWHG
GLIIHUHQWLDOILQDQFLDODQDO\VLVWRRO ,W LVEDVHGRQWKHSULQFLSOHRIHFRQRPLFSURILWZKLFKSURYLGHVLQIRUPDWLRQRQ
ZKHWKHUVKDUHKROGHUYDOXHLVJHQHUDWHG7KHEHQHILWVRIWKH(9$FDQEHVHHQLQLWVZLGHUSUDFWLFDODSSOLFDWLRQVLQFH
LW FDQ EH XVHG DV D WRRO IRUPHDVXULQJ DQGPDQDJLQJ WKH RYHUDOO EXVLQHVV SHUIRUPDQFH LW FDQ EH DSSOLHGZKHQ
HYDOXDWLQJLQYHVWPHQWSURMHFWVRUIRUFRUSRUDWHHYDOXDWLRQXQOLNHWUDGLWLRQDOLQGLFDWRUV,WIXUWKHUPRUHUHIOHFWVWKH
YDULDEOH XVH RI WKH FRPSDQ\
V DVVHW FRPSRQHQWV UHJDUGOHVV RI WKHLU SURSHUWLHV LW GLVWLQJXLVKHV EHWZHHQ LQWHUHVW
EHDULQJ DQGQRQLQWHUHVW EHDULQJ FDSLWDO DQG WKH UHIHUHQFH FULWHULRQ LV DOUHDG\ LQWHJUDWHG LQ LWV IRUPXOD7KLV FDQ
KRZHYHUDOVREHDPDMRUGUDZEDFNGXHWRWKHH[LVWHQFHRIPDQ\GLIIHUHQWPHWKRGVZKLFKFDQEHXVHGWRGHWHUPLQH
WKH FRVWVRI FDSLWDO QRQHRIZKLFK FDQEHFRQVLGHUHG DVRSWLPDO DQG HDFKRIZKLFKJLYHVYHU\GLIIHUHQW UHVXOWV
0RUHRYHUWKHUHIHUHQFHFULWHULRQLVVXEMHFWWRFRQVWDQWFKDQJHEHFDXVHWKHZHLJKWHGDYHUDJHFRVWRIFDSLWDOWHQGVWR
FKDQJHZLWKHDFKQHZLQYHVWPHQW
2WKHUZHDNQHVVHVRI(9$DUHUHODWHGWRWKHDEVROXWHQDWXUHRIWKLVLQGLFDWRUZKLFKUHGXFHVWKHSRVVLELOLW\RILWV
XVHLQWKHFRQWH[WRILQWHUFRPSDQ\FRPSDULVRQDQGWRLWVIRFXVRQWKHSUHVHQWPRPHQW&RPSDQLHVWKXVIRFXVRQ
\HDURQ\HDUFKDQJHVUDWKHUWKDQWKHIXWXUHSRWHQWLDOHDUQLQJVJURZWKRIWKHFRPSDQ\ZKHQHYDOXDWLQJWKLVLQGLFDWRU
DQGUHZDUGLQJ WKHLUHPSOR\HHV2WKHUGUDZEDFNV OLH LQ LWV V\QWKHWLF WLPHFRQVXPLQJDQG ODERXULQWHQVLYHQDWXUH
FRQVLGHUDEOH VXEMHFWLYLW\RI LWV FDOFXODWLRQ WHFKQLTXHDQG LWV SUREOHPDWLFXVHZKHQPHDVXULQJ WKHSHUIRUPDQFHRI
LQWHUQDOGHSDUWPHQWV7KHH[DFWFDOFXODWLRQLVQRW\HWSXEOLFO\NQRZQDQGDYDLODEOHDQGWKHFDOFXODWLRQSURFHGXUHRI
(9$LVPLVVLQJDQDGMXVWPHQWIRUWKHHIIHFWVRILQIODWLRQ
7KHFRQFHSWRI(9$UHTXLUHVDPDUNHWVWUXFWXUHLQWKHIRUPRILPSHUIHFWFRPSHWLWLRQEHFDXVHHFRQRPLFSURILWLV
EDVHGRQWKHH[LVWHQFHRIFRPSHWLWLYHDGYDQWDJHLQRWKHUZRUGVLWLVQRWSRVVLEOHIRUDFRPSDQ\ODFNLQJFRPSHWLWLYH
DGYDQWDJHWRSURGXFHHFRQRPLFSURILW3HUIHFWFRPSHWLWLRQFKDUDFWHUL]HGE\IUHHHQWU\LQWRWKHLQGXVWU\DQGPDUNHW
EDODQFH HQDEOHV D FRPSDQ\ WR JHQHUDWH YDOXH LQ WKH IRUP RI HFRQRPLF SURILW RQO\ LQ WKH VKRUW WHUP VLQFH DV
FRQILUPHGE\WKHQHRFODVVLFDOPLFURHFRQRPLFWKHRU\LQWKHORQJWHUPSURGXFLQJHFRQRPLFSURILWDQGWKXVSRVLWLYH
HFRQRPLF YDOXH LV PDGH LPSRVVLEOH WKDQNV WR WKH IUHH PRYHPHQW RI FRPSDQLHV DFURVV VHFWRUV 6RXNXS 
$OWKRXJK WKH DVVXPSWLRQ RI WKH SHUIHFW FRPSHWLWLRQ LV ODUJHO\ WKHRUHWLFDO LQ DFWXDO EXVLQHVV SUDFWLFH LW LVZRUWK
FRQVLGHULQJZKHWKHULWLVDWDOOSRVVLEOHWRDSSO\WKH(9$LQGLFDWRUVXFFHVVIXOO\IRUEXVLQHVVHQWLWLHVRSHUDWLQJLQWKH
PDUNHWVWUXFWXUHFRQYHUJLQJWRSHUIHFWFRPSHWLWLRQLQRUGHUWRHYDOXDWHWKHILQDQFLDOSHUIRUPDQFHRIWKHVHHQWLWLHV
$SSOLFDWLRQRIILQDQFLDODQDO\VLVWRROVLQWKH&]HFKEXVLQHVVSUDFWLFH
$VXPPDU\RI WKH UHVXOWVRIVHOHFWHG UHVHDUFKVXUYH\VFRQGXFWHGVR IDUFKURQRORJLFDOO\ IURPWKHPRVW UHFHQW
H[FHSWIRURQHSURYLGHVDQLQGLFDWLRQRIZKLFKLQVWUXPHQWVDUHXVHGDQGSUHIHUUHGE\EXVLQHVVHQWLWLHVRSHUDWLQJLQ
WKH&]HFK5HSXEOLF
7KH ILQDO UHSRUW IRU WKH ILUVW VWDJH RI WKH UHVHDUFK SURMHFW  .QiSNRYi HW DO  SURYLGHV DQ RYHUYLHZ RI
ILQDQFLDODQDO\VLVWRROVPRVWFRPPRQO\XVHGE\&]HFKDQG6ORYDNFRPSDQLHVDWSUHVHQW,WLVDVDG\HWXQVXUSULVLQJ


(9$LVDWUDGHPDUNUHJLVWHUHGE\6WHUQ6WHZDUW	&R
7KHILUVWVWDJHRIWKHUHVHDUFKSURMHFWFRQGXFWHGLQFROODERUDWLRQZLWKEXVLQHVVSUDFWLFHLQWKH\HDUVE\7RPiã%DĢD8QLYHUVLW\LQ
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IDFW WKDW DOPRVW  RI WKH UHVSRQGLQJ FRPSDQLHV FRQVLGHU VDOHV YROXPH WR EH WKH PRVW LPSRUWDQW ILQDQFLDO
LQGLFDWRU 2WKHU ILQDQFLDO LQGLFDWRUV XVHG LQ FRUSRUDWH SUDFWLFH LQFOXGH WKH WUDGLWLRQDO SURILWDELOLW\ UDWLRV 52$
52(52, LQFOXGLQJYDULRXV FDWHJRULHV RI SURILWZKLFK WKH FRPSDQLHV SDUWLFLSDWLQJ LQ WKH VXUYH\ VWLOO SUHIHU WR
FRQWHPSRUDU\LQGLFDWRUVVXFKDV(9$09$HWF,WFRXOGEHVHHQDVSRVLWLYHWKDWDVPXFKDVRIWKHFRPSDQLHV
DQDO\VHG FRQILUPHG WKDW WKH\ ZRUN ZLWK ILQDQFLDO DQDO\VLV WRROV WR PHDVXUH WKH ILQDQFLDO SHUIRUPDQFH RI WKH
FRPSDQ\ +DOI RI WKHVH FRPSDQLHV XVH WKHVH WRROV QRW RQO\ WR DVVHVV WKH FXUUHQW DQG SDVW GHYHORSPHQW RI WKHLU
ILQDQFLDOKHDOWKEXWDOVRWRDVVHVVLWVIXWXUHGHYHORSPHQW2QO\RIWKHFRPSDQ\UHSUHVHQWDWLYHVLJQRUHILQDQFLDO
DQDO\VLV WRROV ZKHQ DQDO\VLQJ WKHLU SHUIRUPDQFH ZKLFK UDLVHV WKH TXHVWLRQ ZKHWKHU WKHVH FRPSDQLHV DUH DW DOO
LQWHUHVWHGLQWKHLUILQDQFLDOVLWXDWLRQDQGSHUIRUPDQFHPHDVXUHPHQW
+UGêHW DO  VWDWHV LQKLVSXEOLFDWLRQ LQZKLFKKHSUHVHQWV WKH UHVXOWVRI WKH UHVHDUFK FRQGXFWHGE\ WKH
)DFXOW\ RI (FRQRPLFV 8QLYHUVLW\ RI :HVW %RKHPLD LQ 3LOVHQ WKDW PRVW &]HFK FRPSDQLHV XVH WKH IROORZLQJ
ILQDQFLDO LQGLFDWRUV (%,7  QHW LQFRPH  IROORZHG E\ 52$  52(  FRQWHPSRUDU\ ILQDQFLDO
LQVWUXPHQWVVXFKDV(9$DQG09$DUHXVHGOHVVRIWHQ
,Q  .UiO HW DO  FDUULHG RXW D UHVHDUFK IRFXVHG RQ WKH FRPSHWLWLYH EXVLQHVV HQYLURQPHQW WKH
GLPHQVLRQRISHUIRUPDQFHLQFOXGLQJPHWKRGVDQGWRROVDSSOLHGLQFRPSDQLHVZLWKLQSHUIRUPDQFHPHDVXUHPHQWDQG
PDQDJHPHQWV\VWHPV$QDSSOLFDWLRQRIILYHSRLQWVFDOHHYDOXDWLQJWKHLQWHQVLW\RIXVHRISHUIRUPDQFHPHDVXUHPHQW
LQGLFDWRUV ± WKH ORZHVW± WKHKLJKHVW VKRZHG WKHKLJKHVW LQWHQVLW\ LQ WKHFDVHSUREDELOLW\ LQGLFDWRUVSURILW
FRVWHIIHFWLYHQHVV DQG FXVWRPHU VDWLVIDFWLRQ VXUSULVLQJO\ ZKLOH WKH LQWHQVLW\ UHODWHG WR WKH XVH RI (9$ZDV WKH
ORZHVWZLWKWKHYDOXHRI
(PSLULFDOUHVHDUFK)LEtURYiEURXJKWGLIIHUHQWHYLGHQFHUHODWLQJWRWKHSUDFWLFDODSSOLFDWLRQRIILQDQFLDO
DQDO\VLVLQGLFDWRUVLQ&]HFKFRPSDQLHVRIWKHFRUSRUDWHUHVSRQGHQWVSUHIHUUHGDEVROXWHYDOXHEDVHGLQGLFDWRUV
(%,7QHW LQFRPH(%,7'$(9$(%7DQGRI WKHEXVLQHVVHV WRRN LQWRDFFRXQW
UDWLRLQGLFDWRUVZKHQPHDVXULQJWKHLUSHUIRUPDQFH52(52$UHWXUQRQFRVWV526DQG52,

5HVHDUFKFRQGXFWHGLQE\.RODĜtNDQG3DYHONRYiVKRZVWKDWWXUQRYHU52,DQGSURILW
PDUJLQDUHDPRQJWKHILQDQFLDOLQGLFDWRUVPRVWZLGHO\XVHGE\FRPSDQLHVRIWKHFRPSDQLHVVXUYH\HG
ZRUNZLWKILQDQFLDODQDO\VLVLQGLFDWRUV
$FFRUGLQJ WR UHVHDUFK FDUULHGRXWE\=QDPHQiþHN LQ ILQDQFLDODQDO\VLV LQGLFDWRUVZHUHXVHGE\
RI&]HFKFRPSDQLHV
5HJDUGLQJ QRQILQDQFLDO LQVWUXPHQWV DQ HPSLULFDO UHVHDUFK )LEtURYi  FRQGXFWHG LQ  SURYLGHG DQ
LQIRUPDWLRQWKDWRQO\RIUHVSRQGHQWVZRUNHGZLWKQRQILQDQFLDOWRROV
7KHUHVXOWVRIWKHVXUYH\:DQLF]HNRUJDQL]HGE\WKH$XVWULDQ&RQWUROOHU,QVWLWXWHLQLQGLFDWHWKDW
QHLWKHU$XVWULDQQRU&]HFKFRPSDQLHVSD\HQRXJKDWWHQWLRQWRQRQILQDQFLDOSHUIRUPDQFHLQGLFDWRUV2QO\RI
WKH SDUWLFLSDWLQJ FRPSDQLHV LQFOXGH QRQILQDQFLDO LQGLFDWRUV LQ WKHLU SODQQLQJ DQG  RQO\  RI WKH FRPSDQLHV


=OtQWRJHWKHUZLWKWKH&RQWUROOHU,QVWLWXWHDQGWKH&]HFK$VVRFLDWLRQIRU)LQDQFLDO0DQDJHPHQW&$),1ZKRVHDLPLWZDVWRFUHDWHDPRGHOIRU
SHUIRUPDQFHPHDVXUHPHQWDQGPDQDJHPHQWRIFRPSDQLHVE\OLQNLQJLQGLYLGXDOFRQFHSWVRISHUIRUPDQFHPDQDJHPHQWZDVFRQGXFWHGDVD
TXHVWLRQQDLUHVXUYH\LQZKLFK&]HFKDQG6ORYDNFRPSDQLHVRIYDULRXVVL]HVWXUQRYHUDQGOLQHRIEXVLQHVVWRRNSDUW
$VXUYH\SUHSDUHGE\WKH)DFXOW\RI(FRQRPLFV8QLYHUVLW\RI:HVW%RKHPLDLQ3LOVHQIRFXVHGRQLVVXHVRIILQDQFLDOPDQDJHPHQWLQVPDOO
DQGPHGLXPVL]HGHQWHUSULVHVLQWKH&]HFK5HSXEOLFZLWKWKHDLPRIDQDO\VLQJWKHIDPLOLDULW\ZLWKWKHYDULRXVDUHDVRIILQDQFLDOPDQDJHPHQWLQ
VPDOODQGPHGLXPVL]HGHQWHUSULVHVDQGWKHLUDELOLW\WRXVHWKHVHDOVRSUDFWLFDOO\LQFOXGLQJUHFRPPHQGDWLRQVIRUFRPSDQ\PDQDJHUV
FRPSDQLHVIURP3O]HĖDQG.DUORY\9DU\UHJLRQVWRRNSDUWLQWKHVXUYH\
$UHVHDUFKZDVSHUIRUPHGLQRIWKHODUJHVW&]HFKILUPV
$UHVHDUFKSURMHFWFRQGXFWHGLQE\WKH'HSDUWPHQWRI0DQDJHPHQW$FFRXQWLQJ8QLYHUVLW\RI(FRQRPLFVLQ3UDJXHLQWKHIRUPRID
TXHVWLRQQDLUHVXUYH\IRFXVLQJRQWKHXVHRIILQDQFLDOFULWHULDIRUSHUIRUPDQFHPDQDJHPHQW$PRQJWKHUHVSRQGHQWVZHUH&]HFKFRPSDQLHVRI
YDU\LQJVL]HVWXUQRYHUDQGOLQHRIEXVLQHVV
$TXHVWLRQQDLUHVXUYH\ZKLFKWRRNSODFHDWWKH)DFXOW\RI0DQDJHPHQWDQG(FRQRPLFV7RPiã%DĢD8QLYHUVLW\LQ=OtQLQIRFXVHGRQ
WKHPHDQVRISHUIRUPDQFHPHDVXUHPHQWDQGPDQDJHPHQWDQGRWKHUDVSHFWVRIILQDQFLDOPDQDJHPHQWLQFRPSDQLHVLQWKH&]HFK5HSXEOLF
$TXHVWLRQQDLUHVXUYH\FRPSOHWHGLQZLWKWKHSDUWLFLSDWLRQRI&]HFKFRPSDQLHVLQZKLFKWKHDXWKRUIRFXVHGSULPDULO\RQWKH
VXSSRUWSURYLGHGE\WKHVWDQGDUGL]HGPDQDJHPHQWV\VWHPV
$VXUYH\IRFXVHGRQWKHGHYHORSPHQWRIFRQWUROOLQJSURFHVVHVLQ$XVWULDQDQG&]HFKFRPSDQLHVQDPHG&RQWUROOLQJ3DQHOLVRUJDQL]HG
E\WKH&RQWUROOHU,QVWLWXWHLQ$XVWULDHYHU\\HDUVLQFHLQFRRSHUDWLRQZLWK&$),1,QSURILWDQGQRQSURILW$XVWULDQDQG&]HFK
FRPSDQLHVRIYDULRXVVL]HVWXUQRYHUDQGOLQHRIEXVLQHVVSDUWLFLSDWHGLQDQ,QWHUQHWEDVHGTXHVWLRQQDLUHVXUYH\
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LQFOXGH QRQILQDQFLDO LQGLFDWRUV LQ WKHLU UHSRUWV ZKLFK FDQ OHDG WR WKH FRQFOXVLRQ WKDW FRPSDQLHV GR QRW DVVLJQ
VXIILFLHQW LPSRUWDQFH WR QRQILQDQFLDO LQGLFDWRUV DQG WKHLU PHDVXUHPHQW WRROV GHVSLWH WKH ZHDN SRVLWLYH WUHQG
WRZDUGV UHGLVFRYHULQJ QRQILQDQFLDO LQGLFDWRUV LQ FRPSDQLHV ZKLFK IROORZV IURP WKH FRPSDULVRQ WR WKH
GHYHORSPHQWLQSUHYLRXV\HDUVFLWHGLQWKHUHVHDUFKSURMHFW,QRQO\RIWKHFRPSDQLHVVXUYH\HGLQFOXGH
QRQILQDQFLDOLQGLFDWRUVLQWKHLUSODQVDQGWKHUHZDVDOVRDGHFOLQHLQWKHUHSRUWLQJRIQRQILQDQFLDOLQGLFDWRUVRQO\
RIWKHFRPSDQLHVLQFOXGHWKHVHLQWKHLUUHSRUWV7KHVXUYH\DOVRFOHDUO\VKRZVWKDWFRPSDQLHVIRFXVODUJHO\RQ
WKH WUDGLWLRQDOILQDQFLDOREMHFWLYHVDQGRWKHUREMHFWLYHV LQFOXGLQJ LQFUHDVLQJ WKHFRPSDQ\YDOXHRQO\RI WKH
UHVSRQGHQWV LQERWK\HDUV WDNH LQFUHDVLQJ WKH FRPSDQ\YDOXH LQWR DFFRXQWZKHQSODQQLQJ DUHRQO\RI VHFRQGDU\
LPSRUWDQFH
&RQFOXVLRQ
,WLVFOHDUIURPWKHSUHFHGLQJWH[WVXPPDUL]LQJDOONLQGVRIFODVVLILFDWLRQRIILQDQFLDODQDO\VLVWRROVWKDWWKHUHDUH
DWOHDVWDVPDQ\ILQDQFLDODQDO\VLVLQVWUXPHQWVDVWKHUHDUHDVSHFWVRIWKHLUFODVVLILFDWLRQ7KHUHVXOWVRIDOPRVWDOOWKH
VXUYH\VLQFOXGHGLQWKLVSDSHUFOHDUO\VKRZWKDW&]HFKFRPSDQLHVVWLOOSODFHJUHDWHPSKDVLVRQWKHXVHRIWUDGLWLRQDO
ILQDQFLDO DQDO\VLV WRROV WR WKH GHWULPHQW RI FRQWHPSRUDU\ ILQDQFLDO DQDO\VLV WRROVZKLFK JDLQ DWWHQWLRQRQO\ZLWK
GLIILFXOWLHV
7KH UHVXOWV RI SUHYLRXV RIILFLDO UHVHDUFK SURMHFWV SURYLGH PRWLYDWLRQ IRU VHDUFKLQJ IRU UHOHYDQW DQG UDWLRQDO
DQVZHUVWRZKDWWKHUHDVRQVPD\EHEHKLQGWKHSRVLWLYHDWWLWXGHRI&]HFKFRPSDQLHVWRWUDGLWLRQDOILQDQFLDODQDO\VLV
WRROVDQGWKHSUHIHUHQFHIRUWUDGLWLRQDOILQDQFLDODQDO\VLVLQVWUXPHQWVDWWKHH[SHQVHRIFRQWHPSRUDU\LQGLFDWRUV7KH
PHWKRGVXVHG IRU FDOFXODWLQJ WKH WUDGLWLRQDO ILQDQFLDO LQGLFDWRUV VHHP WR EHPXFK VLPSOHU GDWD DQGPDWHULDOV IRU
WKHLU FDOFXODWLRQ DUH HDVLHU WR DFTXLUH RU LQYROYH ORZHU FRVW DQG VRIWZDUH UHTXLUHPHQWV DQG WKHLU VXEMHFWLYH
FKDUDFWHULVQRWVLJQLILFDQW7UDGLWLRQDOILQDQFLDODQDO\VLVLQGLFDWRUVGRQRWUHTXLUHHVWLPDWHVRIIXWXUHGHYHORSPHQWV
WKH\ DUH HDVLO\ UHSODFHDEOH LQ FDVH VRPHGDWD DUHPLVVLQJ WKH\ FDQ  EHXVHG DOVRE\ OHVVTXDOLILHGXVHUV DQG WKH
UHVXOWLQJLQIRUPDWLRQWKH\SURYLGHLVHDVLHUWRXQGHUVWDQGDWILUVWJODQFHHYHQIRULQH[SHULHQFHGXVHUV$FFRUGLQJWR
:DJQHU  FRPSDQLHV XQIRUWXQDWHO\ WHQG WRPHDVXUH GDWD DQG XVHPHDVXUHPHQW WRROV WKDW DUH DYDLODEOH DQG
HDVLO\DFFHVVLEOH
2WKHUUHDVRQVIRUWKHODFNRILQWHUHVWLQDSSO\LQJQHZHUILQDQFLDODQDO\VLVLQGLFDWRUVZKHQPHDVXULQJWKHILQDQFLDO
KHDOWK RI &]HFK FRPSDQLHVPD\ LQFOXGH WKH FRQVHUYDWLYH DSSURDFK RI&]HFK FRPSDQLHV LH D FHUWDLQ GHJUHH RI
UHOXFWDQFHWKDWPDQDJHUVGLVSOD\ZLWKUHJDUGWRLPSOHPHQWLQJDQ\FKDQJHVWKHFDSLWDOPDUNHWLQWKH&]HFK5HSXEOLF
ZKLFKGRHVQRWDOORZWKHYDOXDWLRQRIVKDUHVWKHSUREOHPDWLFRZQHUVKLSDQGRUJDQL]DWLRQDOVWUXFWXUHRIFRPSDQLHV
DQG WKH GHOD\HG GHYHORSPHQW SURFHVV LQ WKH DUHD RI ILQDQFLDO SHUIRUPDQFH PHDVXUHV LQ FRPSDULVRQ ZLWK RWKHU
FRXQWULHV $ SRVVLELOLW\ RI DSSOLFDWLRQ RI FRPSOH[ ILQDQFLDO DQDO\VLV DQG SHUIRUPDQFH WRROV LV DOVR FRPSOLFDWHG
WKDQNVWRWKHXQHTXDOVWDWXVRISHUVRQVUHVSRQVLEOHIRUILQDQFLDODFFRXQWLQJFRQWUROOLQJRUSHUVRQVUHVSRQVLEOHIRU
PHDVXULQJWKHFRUSRUDWHSHUIRUPDQFH
7KHIDFWWKDWFRQWHPSRUDU\ILQDQFLDODQDO\VLVWRROVDUHQRWSHUIHFWEXWVXIIHUIURPDYDULHW\RIZHDNQHVVHVZKLFK
OLPLWWKHLUPHDQLQJIXODQGLQGHSHQGHQWDSSOLFDWLRQQRWRQO\LQWKH&]HFKEXVLQHVVHQYLURQPHQWDOVRSOD\VDFHUWDLQ
UROH$IWHUDOO LW LVQRWGHVLUDEOH WRPLQLPL]H WKHXVHRI WUDGLWLRQDO LQGLFDWRUV WR WKH ORZHVWDFFHSWDEOH OHYHOZKHQ
HYDOXDWLQJ WKH ILQDQFLDO SHUIRUPDQFH RI D FRPSDQ\ ,Q IDFW GLVWLQJXLVKLQJEHWZHHQ WUDGLWLRQDO DQG FRQWHPSRUDU\
ILQDQFLDOLQGLFDWRUVLVLQLWVHOIUDWKHUFRQWURYHUVLDODQGLWLVTXHVWLRQDEOHWRZKDWH[WHQWWKLVFODVVLILFDWLRQLVWROHUDEOH
RUFRXQWHUSURGXFWLYH$WILUVWJODQFHLWVHHPVWKDWWKHWLPHEDVHGFODVVLILFDWLRQLVWKHPRVWUHDVRQDEOHDSSURDFKLQ
ZKLFK WUDGLWLRQDO ILQDQFLDODQDO\VLV WRROVDUHVHHQDV WKRVHFUHDWHGHDUOLHUDQGFRQWHPSRUDU\ LQVWUXPHQWVUHSUHVHQW
QHZO\HPHUJHGILQDQFLDODQDO\VLVFRQFHSWVDQGPRGHOV,WKRZHYHUVHHPVWKDWQRWHYHQWKLVFODVVLILFDWLRQFDQEH
RSWLPDODQGILQDOVLQFHLWLVQRWH[DFWO\NQRZZKHQDW\SLFDOFRQWHPSRUDU\LQGLFDWRUVVXFKDV(9$ZDVFUHDWHG


7KHUHVXOWVRIWKH&RQWUROOLQJ3DQHOIRUWKH\HDUDUHFXUUHQWO\QRWSXEOLFWKH\DUHDFFHVVLEOHRQO\WR&$),1DQGWKH&RQWUROOHU
,QVWLWXWHPHPEHUVDQGZHUHSURYLGHGE\&$),1RQO\WHPSRUDULO\IRUWKLVSDSHUSURILWPDNLQJDQGQRQSURILW$XVWULDQDQG&]HFK
FRPSDQLHVRIYDULRXVVL]HVWXUQRYHUDQGOLQHRIEXVLQHVVWRRNSDUWLQDQ,QWHUQHWEDVHGTXHVWLRQQDLUHVXUYH\LQ
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$FFRUGLQJ WR3DYHONRYi DQG.QiSNRYi  WKH EDVLF LGHD RI WKH(9$ZDVRXWOLQHG LQ ZKHQ$OIUHG
0DUVKDOO IRUPXODWHG HFRQRPLF SURILW DV QHW LQFRPH OHVV WKH FRVW RI FDSLWDO 7KH LGHD RI HFRQRPLF SURILW DOVR
DSSHDUHG LQ SURIHVVLRQDO DFFRXQWLQJ OLWHUDWXUH ZULWWHQ E\ &KXUFK LQ  DQG 6FRYHOO LQ  ,Q WKH V
HFRQRPLVWV0HUWRQ+0LOOHUDQG)UDQFR0RGLJOLDQLDUJXHGLQWKHLUVWXGLHVWKDWHFRQRPLFSURILWLVDVRXUFHRIYDOXH
FUHDWLRQLQWKHFRPSDQ\DQGPLQLPDOUHWXUQRQFDSLWDOLVGHWHUPLQHGE\WKHULVNERUQHE\WKHLQYHVWRU
)ROORZLQJ WKLV WLPHEDVHGFODVVLILFDWLRQRI ILQDQFLDODQDO\VLV WRROV LHGLVWLQJXLVKLQJEHWZHHQ WUDGLWLRQDODQG
FRQWHPSRUDU\ WRROVGRHVQRW VHHP WREH DFFHSWDEOH7KH VHHPLQJO\PRUHSHUIHFW FRQWHPSRUDU\ ILQDQFLDO DQDO\VLV
WRROVFDQQRWEHXVHGLQDVWULFWVHSDUDWLRQIURPWKHWUDGLWLRQDOWRROVDVWKHLUH[SODQDWRU\SRZHUZRXOGLQWKLVFDVHEH
VLJQLILFDQWO\UHGXFHGLIQRWFRPSOHWHO\HOLPLQDWHG0RUHRYHUWKHTXDOLW\RIDILQDQFLDOLQGLFDWRUGRHVQRWGHSHQG
RQZKHWKHULWLVDFRQWHPSRUDU\RUDWUDGLWLRQDOILQDQFLDODQDO\VLVWRROEXWUDWKHURQKRZIDULWLVDEOHWRIXOILOOWKH
SXUSRVH IRU ZKLFK LW ZDV GHVLJQHG DQG WR ZKDW H[WHQW LW LQIOXHQFHV WKH VXFFHVVIXO DSSOLFDWLRQ QRW RQO\ RI WKH
ILQDQFLDODQDO\VLVFRQFHSWLQEXVLQHVVSUDFWLFH
7KH UHOXFWDQFH RI &]HFK FRPSDQLHV WR DSSO\ WKH VR FDOOHG FRQWHPSRUDU\ ILQDQFLDO DQDO\VLV LQGLFDWRUV DQG
FRPSUHKHQVLYH SHUIRUPDQFH PHDVXUHPHQW V\VWHPV FDQ EH IXUWKHU H[SODLQHG E\ XVLQJ PDQDJHULDO PRGHOV RI
DOWHUQDWLYHWKHRULHVRIWKHILUPSULQFLSDOO\E\XVLQJ:LOOLDPVRQ
VPDQDJHULDOPRGHO6RXNXSDQGDVVXPLQJ
DQRZQHUVKLSVWUXFWXUHVHSDUDWHIURPWKHFRPSDQ\PDQDJHPHQWZKHQWKHPDQDJHPHQWSUHIHUVWKHLURZQQHHGVDQG
LPPHGLDWHEHQHILWVRYHUWKHQHHGVRIWKHRZQHUVORQJWHUPLQYHVWPHQWVDVVRFLDWHGZLWKWKHLPSOHPHQWDWLRQRIPRUH
GHPDQGLQJWRROVRISHUIRUPDQFHPHDVXUHPHQWDQGULVNWUDQVSDUHQF\RIWKHEXVLQHVVSURFHVVHV9LPURYiD
SURSRVLWLRQZKLFKKROGVXQLYHUVDOO\QRWRQO\IRU&]HFKFRPSDQLHV
:KHQ FRQVLGHULQJ WUDGLWLRQDO LQGLFDWRUV WKHLU SUDFWLFDO DSSOLFDWLRQ LQ&]HFK FRPSDQLHV VHHPV WR EH WKHPRVW
SUREOHPDWLFDVSHFW7KLVPHDQV WKDW WKHVKRUWFRPLQJVGRQRW OLHRQO\ LQ WKH LQGLFDWRUV WKHPVHOYHVEXWFRPSDQLHV
DQG WKHLU VWDII DUH XQDEOH WR XVH WKHP DGHTXDWHO\ 7KH\ XVXDOO\ XWLOL]H RQO\ D IHZ RIWHQ LUUDWLRQDOO\ VHOHFWHG
WUDGLWLRQDOILQDQFLDOLQGLFDWRUVDQGWKHLUDSSOLFDWLRQLVRIWHQVHSDUDWHOLPLWHGZLWKRXWWKHQHFHVVDU\DFFRPSDQ\LQJ
GHHSHUDQDO\VLVRISURFHVVHVDQGDFWLYLWLHVZLWKRXWWKHNQRZOHGJHRIWKHEURDGHUFRQWH[WZKLFKOHDGVWRWKHRYHUDOO
ZHDNHQLQJRI WKHLU LQWHUSUHWLYHIXQFWLRQ ,Q WKHFDVHRIERWKFRQWHPSRUDU\DQG WUDGLWLRQDO ILQDQFLDODQDO\VLV WRROV
FRPSDQLHV HLWKHU FDQQRW DIIRUG WR SXUFKDVH WKH DSSURSULDWH VRIWZDUH RU IDLO WR WDNH DGYDQWDJH RI LWV IXQFWLRQDO
FDSDFLW\WKHH[SODQDWRU\SRZHURILQGLFDWRUVDOVRGHSHQGVRQWKHTXDOLW\DQGDYDLODELOLW\RIWKHVRXUFHGDWD
$OOWKHDERYHPHQWLRQHGIDFWRUVFHUWDLQO\KDYHWKHSRWHQWLDOWRDIIHFWWKHSRVLWLYHDWWLWXGHRI&]HFKFRPSDQLHVWR
WKH WUDGLWLRQDO ILQDQFLDO DQDO\VLV WRROV DQG WKHLU SUHIHUHQFH IRU XVLQJ WKHVH UDWKHU WKDQ WKH VHW RI FRQWHPSRUDU\
UHSUHVHQWDWLYHV RI YDOXH EDVHG LQVWUXPHQWV EXW SRVVLEO\ DOVR WKH PRUH FRPSOH[ SHUIRUPDQFH PHDVXUHPHQW DQG
PDQDJHPHQWV\VWHPV
)XWXUH UHVHDUFK VKRXOG FRQWLQXH E\ DQDO\]LQJ  WKH FXUUHQW VWDWH RI DSSO\LQJ QRW RQO\ ILQDQFLDO LQGLFDWRUV
PHDVXULQJ FRUSRUDWH SHUIRUPDQFH EXW DOVR WKH OHYHO RI LQIRUPDWLRQ VXSSRUW RI SHUIRUPDQFH PHDVXUHPHQW LQ
FRPSDQLHV LQRUGHU WR LGHQWLI\ VSHFLILF IDFWRUVDIIHFWLQJ WKH LPSOHPHQWDWLRQSURFHVVRISHUIRUPDQFHPHDVXUHPHQW
DQGPDQDJHPHQW V\VWHPV LQ WKH &]HFK EXVLQHVV HQYLURQPHQW HVSHFLDOO\ LQ WKH FDVH RI VPDOO DQGPHGLXPVL]HG
FRPSDQLHV
$FNQRZOHGJHPHQWV
7KLV SDSHU GHVFULEHV WKH RXWFRPH RI UHVHDUFK ILQDQFHG E\ WKH ,QWHUQDO *UDQW $JHQF\ RI WKH 8QLYHUVLW\ RI
(FRQRPLFV3UDJXH*UDQW1R)


)RUH[DPSOHHFRQRPLFSURILWLVLQWKHFRQWH[WRI(9$FRQIURQWHGZLWKWKHDYHUDJHFRVWRIFDSLWDOZKHUHWKHFRVWRIHTXLW\FDQEHGHULYHG
IURPWKHDYHUDJHUHWXUQRQHTXLW\LQWKHVHFWRUWKDWLVDWUDGLWLRQDOLQGLFDWRU7KHFDOFXODWLRQVRI1HW2SHUDWLQJ$VVHWV12$RU1HW2SHUDWLQJ
3URILWDIWHU7D[HV123$7DVWKHEDVLFHOHPHQWVRI(9$DUHWKXVEDVHGRQLQGLYLGXDOLWHPVRIILQDQFLDOVWDWHPHQWVWUDGLWLRQDOILQDQFLDO
LQGLFDWRUV
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